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Department of Defense 232.502–1–71

232.501–1 Customary progress pay-
ment rates.

(a)(i) The customary uniform
progress payment rate for DoD con-
tracts is 75 percent for large busi-
nesses, 90 percent for small businesses,
and 95 percent for small disadvantaged
businesses.

(ii) The progress payment rates appli-
cable to foreign military sale require-
ments are the same rates applicable to
DoD requirements.

(iii) For customary flexible progress
payments, determine the appropriate
rate using the appropriate CASH com-
puter program (see 232.502–1–71).

[56 FR 36409, July 31, 1991, as amended at 56
FR 67217, Dec. 30, 1991; 58 FR 62046, Nov. 24,
1993]

232.501–2 Unusual progress payments.
(a) Unusual progress payment ar-

rangements require the advance ap-
proval of the USD(A&T)DP. Contract-
ing officers shall submit all unusual
progress payment requests to the de-
partment or agency contract financing
office for approval, coordination with
the Contract Finance Committee
(232.171), and submission to the
USD(A&T)DP.

[56 FR 36409, July 31, 1991, as amended at 60
FR 61598, Nov. 30, 1995]

232.501–3 Contract price.
(b) The contracting officer may ap-

prove progress payments when the con-
tract price exceeds the funds obligated
under the contract; provided, the con-
tract contains an appropriate Limita-
tion of Funds clause. However, the con-
tracting officer shall limit such pay-
ments to the lesser of—

(i) The applicable rate (i.e., the lower
of the progress payment rate, the liq-
uidation rate, or the loss-ratio adjusted
rate); or

(ii) 100 percent of the funds obligated.

232.502 Preaward matters.

232.502–1 Use of customary progress
payments.

(b)(1) If the contractor is a small dis-
advantaged business, progress pay-
ments may be provided when the con-
tract will involve $50,000 or more.

232.502–1–70 Customary foreign mili-
tary sale progress payments.

(a) Foreign military sale (FMS)
progress payments apply to DoD acqui-
sitions on behalf of foreign govern-
ments or international organizations
(Section 22 of the Arms Export Control
Act).

(b) FMS progress payments do not
apply to acquisitions—

(1) For replenishing U.S. Government
inventories or stocks; and

(2) Made under DoD cooperative lo-
gistic support arrangements.

232.502–1–71 Customary flexible
progress payments.

(a) General. (1) Progress payments re-
duce contractor investment in work in
process inventory. In addition to
progress payments, other factors influ-
ence a contractor’s actual investment
in work in process inventory, e.g., de-
livery schedules, cash management
practices, and Government payment
practices.

(2) Progress payment amounts that
are determined by using customary
uniform rates are insensitive to the
other factors influencing contractor in-
vestment in work in process inventory.
Consequently, contractor investments
in work in process inventory vary
among contractors and contracts.

(3) Flexible progress payment rates
are designed to tailor the progress pay-
ment rate to more closely match the
contractor’s cash needs for financing
contract performance. The flexible rate
is expressed as a percentage which is
applied to costs to determine the
amount payable as a progress payment,
in the same manner as customary uni-
form rates are applied.

(4) For flexible progress payments,
cash needs are measured and projected
based on the investment required for
the work in process inventory over the
life of the contract. Total investment
is measured by a weighted average of
total costs paid by the contractor. The
contractor’s investment is the weight-
ed average of the amount not paid by
the Government.
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